
U S WEST C o ~ ~ a t ~ ~ .  Im. (YISWC") files these exceptions to the 

Sections 252 (bN4Hc) and 252(c) of the TclemzMwn&%tions Act of 1996 (the "Act") 

9~1% the Commission as the arbitrator to resolve open issues. inchding the 

estarblishrtbent of rates and charges for i n t ~ ~ o ~ t i o n  md unbundled ekxncnts. 

The Commission must &dress the foilowing issues in It5 final order. First, the 

Commission shouId determine that the interim rate for unbundled loops and other 

unbundkd eiements shouM be set at the USWC-proposed TELKIC-based prices. Since 

the EightR Circuit Court of Appeals hits stayed the FCC pricing provisions. the 

Commission m y  not apply the FCC proxy mte for interconnection and unbundled 

elements. l3ecause Section 252(d) of the Act requires the Commission to determine just 

and reasonable rates for interconnection and unbundled elements based on the cost of 

their provision. the Commission should adopt USWC's cost based pricing proposals since 

they are supported by credible evidence. and are the only cost based proposals in the 

record. second, the Cornmission shouid determine what services may be purchased from 

USWC at wholesale prices and resold by TCG. The Commission must also determine the 
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apgropplaxe iutetim wwholeaalrt discaunr for resold services. Because #25Z(d#3) of the Act 

requires &e Commission to determine whoesale rates based an "costs that will be 

avoided by the iacal exc carrier" a d  the oniy evidence: in &e record of the avoided 

costs is contained in thie testimony of Ms. Smos-Rach, the Commission must adopt 

USWC's proposed whosesalr: discounts. Third, the  is^^ skid mlt permit sham 

rrdbundliw which will SignifiCaMly erode the develapment of facilities-based competition 

andlmkwtht3.raleof itimate fesahr: in Arizona. Fc~rth, the Commission should 

establish &e kveb of recipwl compensation paid by USWC and TCG fbr d i  

termhation. Fifth, the Commission s W d  permit USWC to charge TCG cash in %dvltnce 

fur specid consvuction for ;any facilities it cmsttwct~ speoiticaldlly to serve TCG. Sixth, 

Order's treatment of jointiy provided 

switch access and USWC'S proposal. 

As will be more fully desccribed hereafter, USWC takes strong exception to several 

of the fiariillgs arid rulings in the Recommended Order. If adopted, these rulings will 

cause suhst;3Ibtiat prejudice and harm to USWC in the fotlowing ways: 

1. Thr: rates propod by the arBivator will not allow USWC to recover the 
cost of providing rtie services. Therefore, the Rrxomnended Order, if adopted by 
the Colmmissiol, will constitute B ConfrSCaory taking under the 5th and 14th 
Am- to the Uaited States Constitution and Article 11, Section 4 of the 
Arizona C ~ ~ ~ ~ .  
2. 8y not allowing USWC to recover the cost of providing the services or in 
not ~ o v ~ ~ ~  a mcbisrn for the recovery of'cemin costs, the Recommended 
ordef is irrconsismit with the provisions of the Act. Therefore, the 
Reeomen& Order, if adopted, would directly violate the statutes governing the 
Commission's actions in this mtter and would be in excess of the Commission's 
authority. As m h ,  the Gomission's actions would be contrary to law. 

3. In sevcmi instances, thr: findings in the Recommended Order are not based 
on subsrantial evidence in the whofe record before Xtre arbitrator and the 
Commission. To the contrary, the substantial evidence in the record would 
mandate taat the Commission timi that proposals made by USWC must be adopted 
as fair and reasonable. 

4. rite scope of tfie Commission's authority to arbitrate issues is limited by 
#252(c) to thsse open issues to (i) ensure compliance with 5251 and the FCC 
regulations, and (5) establish rates pursuant ro P252(d) and to provide a schedule 
for impkmemtion. No other authority is granted to the arbitrator by the Act. 
Thus, where the parties have not agreed on contract provisions, such as those 
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or ~~~ of liability, the 
its firral order b a w  to do so would 

C-ion's autlaorrity u 

5.  if tk Commission were IO isions of the Rwommended 
ioru would be arbitmy. 

of discretian ard in vk&on of the Act. 

I. 

W r  pmpes an u price of $21.76 by 

averaging USWCs pnrplused u-led limp price of $30.67 and the FCC proxy price of 

$12.85 u ~ b ~ ~  elements not 08 the 

hasis of cobc but by averaging the prica suggestcad by each party. Section 252(6) of the 

Act nequires thc: Cammission acting. as aubitrmor to determine just and reasonable rates 

for ~~~~~~~n and ~~~~~ ekmnts -- "baser3 on the cost" of their provision. 

USWC filed cast srudks ia t t t i  docket but TCC did not. 'I%: r e c c ~ m e n d d  rates are m3t 

ccwt-bsed siwe they ate simply an average of the parties' proposed prices. Averaging of 

prqxmd frriEes v i o b  the ' c o s - W "  ~ u j ~ ~ ~ t  in $252(d).' The Commission 

s W d  reject the ~~~~ Order's ~~~~1~ loop price of $21.76 ;and adopt 

by TCG. ft ~~~i~~ the me $or 

for the ~~~~~ loop and other elrtments. 

~~~~~ loop price: is based on a Total Element Long Run 

Incremen#af Cast ("TEIJUC") study as testifkd to by Ms. Santos-Rach. USWC also 

filed cost studies based on Tomi Service b n g  Run Incremental Cost ("TSLRIC") which 

are suplpoptive of B much higher unbundted loop rate than set fonh in the Recommended 

Order. TCG filed no cost WirS to provide a basis to set interim rates and simply urged 

&e arbitmtcw to use the FCC proxy. Becayse the Eighth Circuit has stayed the FCC's 

pricing mks. including che ~ ~ b f ~ ~ ~ t  of so-called "proxy prices", the Commission 

may nat use tfw proxy pries to set rates or to average against USWC's cost-based prices. 

To the extent that *e Recommended Order leaves these pricing issues for resolution 

following a lam g e m k  proceeding, it is inconsistent with the Act and should not be 

' Moreover. the rates are not based on substantial evidence in the record. 
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xc:cepted by the Commission. Therefore, the Cammission should rejat the 

RecommenaW Order and adopt an unbundtwi loop price of $30.67 based on USWC's 

cost studies. the only evidence of cost in the R X O F ~ .  The adopaion of a rate fess than the 

proposed USWC rate would be inconsistent wirh the mndate of the Act and constimu: an 

illegal taking of USWC's properly. 

2. L 
The Recomnrendect Order adopts a discount rate af 17%. which is simply the low 

end of the FCC proxy price range. Because of the stay, tht. Commission may not rely on 

the proxy discounts. Section 252(d)(3) of the Act requires the Commission as arbitrator 

to determine wholesale fates "on the basis of retail rates...excluding the portion thereof 

attributabk to ... costs that wil l  be avoided by the focal exchange carrier." (emphasis 

added). Thus. the discount price for resaie services should be set at USWC's retail rate 

for the relevant service minus USWC's avoided cost. Because the only competent 

evidence of avoided costs introduced by either party was Ms. Santos-Rach's testimony 

concerning USWC's avoided cost study. the Recommended Order is nut based on 

substantiai evidence and must be rejected. Instead, the Commission should set the resale 

prices based on USWC's cost study at the rates ranging from 0 to 9%. 

FufPher. white the Recommended Order suggests that USWC agreed that an 

appropriate wholesale discount was 17%. this was not USWC's position at the hearing. 

Rather. USWC took the position that if the Arbitrator adopted the FCC proxy range of 

discounts, 17% was the right number in that range to use. At no time, however, did 

USWC agree that the range of the proxy rates was reasonable. Because of the stay by the 

Eighth Circuit. any statement as to the use of the proxy range is irrelevant. 

3. 

The Recommended Order specifically requires that the following services be 

available for resale at a discount: (1) private line tramport (special access and private 
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t i )  sewiges, (2) services s&@t ta wa 

The M e  misapplies the artis of the Act, mches c ~ ~ l u ~ ~ ~ ~  

unsupponed by m y  subslanrirri evidence zuad wiitt result in confiscatory rates. 

mas, ami $3) basic residential 

ThrtlRec oldrnr should be so 8s not to require USWC t o  

provide private line services to teseikrs at a funher discuunt k a m e  they art: dready 

wholesale! services. isr Arizcma, private line sxvices are sold to cmkrs and end users 

fronn&especialaccess Furtkr, private line services are alrc.cady discounted in 

Arimm Bs services and r?r?quint fxo farrther discounts so set it wttolesak price. 

The FCC provides that exchange auess services an: rrot subject to res& 

rpcy3iremeats even these serviws are ~fk: red  to and taken by end users as weti as 

carriers. [FCC OrCJer ‘)f 873-874). The FCC also recagnizeti that LECs do not avoid 

any raail cosps if a s a s  services are at whalesale to competitors. 116). Because 

private tine and special amiss are the s ~ m e  service, provided out of the same tatiff“ they 

f l m  at a discount. 

Order should also be amended so that it does not require 

USWC to Mer furtaer d m n t s  to restllers services that arc aiready offered at a volume 

dkmm ’ Serviclts 8 f e  provided at discounts to large customers, such as Motorola, 

are atff;udy p r i d  to reflect the fact that USWC avoids many of the wua1 costs of selling 

at mail. Further, discounts are based primrily on commitments for cmtain quantities of 

a service arnd for ti ccttain $em, The discounts therefore reflect costs avoided because of 

the quamities and ffye term of the contract. For exmple. marketing expenses such as 

advertising. are avoided when iretIing large vatume of services to a customer for an 

extended period. It makes no sense to apply a further diseaunt to these services on the 

Both parties agree that mhmxd services, deregulated services, and promotions of less 
pan 90 days, need not be provided to TCG for resale. 

The FCC Onaer is not dear in its trcamnt of volume discount services. On one had ,  
the FCC seems to require that discounted services be provided to resellers at the discount 
rate mi- the avoided cost. On the other hand, to a large extent, the FCC has left the 
 inat^^ at^^ of “the substance and specificity of rules concerning which discount and 
promotion restpictions may be applied to ing their services to end 
users’’ to the state c ~ ~ i ~ s i o n s .  (FCC Ord 
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$ ~ f ~ t  costs. ff USWC contracted to provide 

t ~ ~ ~ ~ ~ c ~ ~  sewices to Mamh at a 10% discount because of the qwtntity 

prc- and Lnn of Arbitrator quire4 USWC to otkr rhr: s i  

services ta TCG at an zt$diuonaf 10% discow&, TCG wmld inevitably be able 10 

wdenbid USWC for MmmWs bwims an tRe margin between the volume 

diount pricle tke ice paid by TCC. ff P new etlttant is allowed 10 compete with 

USWC bath by selfkg i& own micclts and by raeiling WSWC's setvice at a discount in 

excas d the ask USWC wiil br unable to effesr=tivdy cumpete. 

USWC shaukt llot be mifed to offer basic residential service for resale nx a 

w h a h a k  disnmnt. As tht: only c o w t e a  cvilienw in the mrd hdicates, USWC's 

cunent IFR rsrccp of $13.18 d m  nat cover its cos. Requiring USWC to discount a 

hlow-cost service wit# force USWC to wbsidize competitors, such as TCG, with 

revenues from WSWC's mil customers. Basic residential service is priced below cost in 

or& to ensure universal m i c e .  It is not therefon: appropriate for reseilers to obtain 

this klow-tost service at a discwnt. Further. if USWC is required to provide 

midentis1 service M reseikrs at a price bebw cost, it wi13 retard the development of 

f ~ i l ~ ~ ~ - ~ ~  competition. New entrants in thrt market will have no incentive to h i i d  

facilities if they can purchase USWC services for less than their cost to construct new 

faciliti . 
4, 

The Rcommer#ted Order would alllow carriers, such as TCG, to purchase 

unbundw ekmncs and combine: them into a service to be offered for resale. The ability 

to combine unbundlrsd elements and offer the service for resale in this fashion is known as 

"sham unbundliag". Stram unbundling wilt lead to severe rate arbitrage between resale 

prices and unbundled element prices. To prevent rate arbitrage, sham unbundling should 

not be permitted until USWC has been allowed 80 re-balance its retail rates. 

Under the Recommended Order, W G  couid purchase the equivalent of a 

"finished" service solely through the: purchase of unbundled network elements at "cost- 

6 



based” ram. ’Itus, TCG can order USWC to provide OL fpnizlfisd retail service but get it 

cheaper prrik: rhrrn the Act’s resale p r b  ( r e ~ l  kss cwt avoid&) by utilizing the fktbn 

network elemems -- w b  in mfity there is M, ~ ~ ~ l i n ~  

i n v d d  awl TCG is not ~ ~ ~ ~ - ~ r o v i ~ i ~ ~  any elem-. la tfiis manner, ‘FCG a n  

compktely u i m m v e ~  tbe resale pmvisi.MIs of the Act -- engaghg in “sham” u n ~ ~ i ~ .  

In efkct, sham ~ ~ l i ~  upsets the balance between resale and ~ ~ ~ ~ i j ~  that 

Congress realized that both 

~~~ anxf an: criticai to the dwelqpnrrtnt of ~~~~~ ~ ~ r n ~ ~ i t i * ~ ,  and 

craftat 1 carelhtlry ~~s~ which wwid aliow new earants tu enter local 

lllivkets rapidly. through rwak, white devdopinlrJ their f ~ a l ~ t i ~ s - ~ s ~  Metworks in 

corrjmction with &e purchase of u n ~ ~ ~  rxaw~~l)fit elements from incumbent LECs. 

l3ieIUm-m 

by Congress when it pas& the Act. 

. themfore, misapplies and is ~~~~s~~ with the Act. 

Congress &sa realized that the sate commissions bve  set prices for some retail 

services to include large &butions to k i p  support residence basic exchange service. 

~ e s s  &fined “margin mwral’” resale rules in H2Sl(c) and 252(6)(3) af 

the Act that wautld Sfbw mil services to be purchased by resellers at wholesale rates, 

an tfre m i f  price less auoi8ed costs. Thus, the margins that existed for these retail 

services -- and tfra: ~ ~ ~ o u t i ~ ~  to other services -- would be preserved. 

In surrunary, sham ~ b ~ ~ l j ~ g  allows new entrmts to arbitrage the resafe of tocd 

exchange senrice and violates tho: objectives of the Act. The overwhelming weight of the 

evidence that the Cammission modify the Recommerided Order to prohibit sham 

unbmdhg. 

5. 

The Act requires that, in order for rates to be just and reasonable, reciprocal 

compensarbn must “provkk for the mutual and reciprocal recovery by each carrier of 

cos@ associated with trilllSpOn and termination.” Act 5 252(d)(2)(A)(i). The FCC hits 

determined that for shared transmission facilities between tarxiern switches and end 

offices. states may establish usage-sensitive or flat-rate charges to recover those costs, 
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and the smes may we i\s .a drcfwlt proxy, the rate &rived f'nm ttre incumbent L E O  

interstrane direct- rates in dze EMIUIC?f that ths FCC derives 

prrsurnpttve p r k  caps for t switch4 txanspott uthde~ the interstate price cap nries. 

(FCC Order 1 822). ThC FCC has also CseUpnmM ChiH a bill ruad keep amrwemnt is 

+ ra situation that i s  

I#W likely to maas in Ari;r;ona. (FC'C O&r 1 8111). 2 i . g ~  A.A.C. Rule R-2-1304.. 

N o n a h e k ,  Lhe Reeo Order adepts biil and keep for a period lasting until two 

yem fmm thne date an ~~~~~ is ~ p ~ ~ ~ .  

I rand tWEi is in bid 

Until TCG can directly vulljr to each end affie over its facilities, TCG's 

exchange of ttaFftc with USWC will rre~essarily kmpase ~ i t ~ l  costs an IJSWC. The 

existing USWC nsetwork raWs ml[T~: directly fkom elEd affm to end offioe through the 

use orf direct . 'fMi duing unusual c a l l i  pattern ox peak usage periods may 

overfllow to the lmaf tandm switching atNw via tlunb. TCG would W e  use 

routers, but rather as primary call routers, causing 

ity to its tandrm switches and &ndem tfansport facilities to 

tpaftk. Traffic that ~~r~~~~ heen intraoffke in mture 

served by the same USWC mtral office) will be converted 

end oace and an interconnector's end office), 

representing arr inctpased traffic iaad an the USWC interoffice tramport network. Under 

the Act, USWC must be allowcd to recover the costs of this transpart, but bill and keep 

does rtot al,law USWC to recover these costs. 

uswc co add 

a. 

BilX and K q  is simply inappropriate because it does not permit USWC to recover 

its costs of r ~ ~ ~ ~ i ~  TCG's traffc Any assumption that USWC's terminating traffic 

and TCG's ~ ~ j ~ t ~ ~ g  traffic wOUM be in balance, which is the key assumption under 

any bit! and keep system, is patently unreasonable. Since TCG can choose to target 

particular types of customers (such as businesses) and since different customers have 

different patterns of originating and terminating traftk, traffic is not likely to be in 

8 



balance between USWC an8 TCG. Fwtkr, because TCG is not required to and cannot 

prnvirle ubiquitous service on its network. the differenrrt in size of networks and number 

ofcmt- served by rhrt networks will inevitably result in lrafk imba!anCe. &?cause 

bill and keep will paevent USWC from recmahg its real costs af terminating TCG’s 

trash:. it will mewitably result in under-recovery by USWC of im cos6 and is. therefore, 

canfimtory. Bill ami keep should be Fejrxtedl by the Commission. 

Other commissi5ns have rejected hili anni keep for a number of compelling reasons 

in addition to its unwmmd assumption that tmfic will inevitably be in balance. First, 

these comanissioIls have mognked that bill and keep does not reflect the different costs 

of the respective rtrttlrorDrs of the LEGS and tbe new entrants. Second, hili and keep 

create? rhx: opportwnirlr for new entrants to shift costs to the LECs through selection of 

meet points. Thuc3, bit1 and keep aswnes that costs will be equal and does not recogni;te 

the addi t i rd  cost incurred by LECs in providing trampon. The Recommend Order’s 

adqim of bill and keep should be re&tezS, and USWC’s rates far cafi transit, transp@rt 

and termination sttauld be adopted. 

b. 

USWC shouid Rat pay TCG Wxkrn switching rates for the use of TCG’s non- 

tattckm switch as required &y the Recommended Order. In determining that TCG should 

charge USWC reciprocal rates including a tandem switching rate, the Arbitrator failed to 

properly comider whether (1) TCG’s switch performs a finnction similar to USWC’s 

tardm switch. (2) ’TCG’s and USWC’s costs are symmetrical, and {3) TCG’s switch 

serves a gwgraphk area comparable to that served by IJSWC’s tandem switch. 

TCG’s switch will not perform functions similar to USWC’s tandem switch. TCG 

has a fiber ring network located predominantly in the central business area of Phoenix, 

which will not provide ubiquitous service. USWC’s network is a tree and branch system 

that provides ubiquitotrii service throughout the Phoenix calling area. TCG’s fiber ring 

and switch do not cover a geographic area comparable with the USWC network. Indeed, 

TCG’s switch cannot handle all switched traFfc within the Phoenix metropo’litan area. 
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Fur~hm. T C G ’ s  fiber ring does not yet occupy the 8pea SeMed by all of USWC’s wire 

centers in rlae Phoenix ~ t r ~ ~ i ~  area. llmkr thest: eincums%mces, the only way that 

TCC’s switch LXR&$ serve customefs ~ h ~ u ~ ~ t  the Phoenix meuopolian area as 

USWC’s CBndem switch does is EO hook Tm’s switch to USWC’s tandem or dimtiy 

trunk to each of USWC’s SO end off is .  Any ctaim by TCG that its switch serves a 

geographic ma Comparabie to that served by USWC’s tandem is purely tiction. Finally, 

UWC’s p i t i a n  is suppoaed by the FCC order. Paragraph io90 of the PCC Order 

reeogks ttmt an incumbent LEC which provides service using a andem switch incurs 

grater switching ;and transport costs than an new cntriurt which does not employ a 

$.andem switch. B& an the evidence, USWC should rtot receive tandem transport rates 

whde TCG shou&t receive end oft’Ice rates. Thus, the Recommended Order is not based 

on subsuuntiat evidence and is directly cczntrary to the evidence presented in this docket. 

C. 

Thi: lkcwmended Order should limit the required points of interconnection to 

those set forth in paragraph 212 of the FCC Order: (1) the line side of a local switch, (2) 

the nunk side of 8 ltcal switch, (3) the trunk intercomtion point for a tandem switch, 

(4) cenrtrar office ccossa=t points, ( 5 )  out of band s j g ~ ~ ~ n g  transfer points and (6) 

the points of access to unbundfed elements. Because TCG presented no evidence 

justifying requid interconnection beyond the points listed in the FCC Order, the 

~~~~1~~ CBrrlCr e m  ia requiring such treatment. 

6. 

New entrants. such as TCG, who request addithnal unbundled elements, require 

the comtmction of additional facilities for resale, or desire other special construction in 

connection with colimtion or otherwise, should pay for the costs that USWC incurs to 

provide them -- they sfiouid not be allowed to shift these costs to USWC and its retail 

customers. 

Requiring that any carrier requesting an additional network element pay the cost 

that USWC incurs to unbundle and provision that element, such as special construction 
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aceat.dingJy. 

Fwthet., the Recornanended Order In discussing several issues, provides that 

USWC should recover specific costs of providing service to new entrants but fails to 

provide for a rc?covcry  is^. For exampie, an page 6 of the Recome&& Order, 

the Arbitrator prmides that "TCG should pay for the adjustments U S WEST must mice 

to its p m s e s "  to pilovide physical interconnection at USWC's access tandem but fails 

to provide a ~ h a ~ j s ~  whereby WSWC may recover those costs. Under the Act, 

USWC is erutitfed to recover irs cost of providing service to the new entrants. The 

Commission &mid amend the Recornended Order to grant IJSWC a mans to recover 

the costs due from TCG. 

7. 

"be R a 0 - d  Order requires that when TCG provides tandem switching4 and 

some portion of the Eandem transport, TGC will receive not only the rate chargeable to 

While as discussed earfier, the evidence estabfishes #hat TCG's initial switch will act as 
an end office switch amt not a tandem switch, TCG has indicated that at some point it wilt 
4 
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lhe cartief for tandem switching arad transport. but also 30% of the end 

office charges that are payabk by thx: IXC fo USWC under thr applicable interstate or 

intrastate tariff. This portion of the R~~~~~ Order IS contrary to the Act, 

inconsistent with tariffs 011 file with this Coormissian and is nol wpposled by substantial 

euiderrce. 

First, the Rtrommended Order alters tht: compensation for switched access service 

in clew violatim of the Act. Section 251fG) of €€I$ Act provides frw the continued 

enforcement of exchange access arid i n t e ~ o ~ t i o n  requirements. That section provides 

that LECs iare to provide exchange access under the same restrictions and obligations, 

iasiyc , until the restrictions and ohfigations arc explicitly 

superseded by regulations provided by the FCC. Further, the FCC in its First 

Interconnection @der expresly states that reciprocal compensation does not apply to 

tramport terminstion of interstate or intrastate interexchange traffic. (FCC Order, 1 
1034:). If TCG believes that providitrs of end office access services are overcompensated 

and providers of tandem switching for access termination are undercompensateci, it should 

seek rate relief befole the FCC and the @ommission in access restructure dockets. The 

Rec;ommerwfed @der should be rejected on this basis alone. 

Second, the required division of switched access revenues also violates the express 

sem of tlre interstate tariff and the intrastate tariff concerning charges for provision of 

access service. Both the interstate and the intrastate access tariffs expressly leet forth the 

charges chat may be levied on the IXC by the carrier providing tandem switching and 

transpart aml the charges that may be levied on the IXC by the carrier providing end 

offilce switching and call termination. Under those tariffs, when TCG and USWC provide 

joint switched access service with TCG providing tandem swigching and transport and 

UmVC providing end office switching and termination, the tariffs explicitly provide that 

TCG receives the rates set in the tariffs tandem switching, its portion of tandem transport 

provide competitive tandem service by connecting to interexchange carriers and providing 
tandm switching between those carriers and USWC end office switches. 

12 
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tariffs. Fiurb@r, TCG is 

W d ,  there is no ecofiiodc j u ~ t i ~ c ~ t ~ ~  For the division of end oMice charges 

adopted by !he Order. T b  itne w v d  flaws in any comlusion that 

TCG should be wWi&uxi by 30% of the end office charges under the interstate and 

invastare tariff to campsate it for the mal cost of W e m  switching. First, even TCG 

admits that an qpruprbte cost-bawd mte for timdcrn ~ w j ~ h i ~  for TCG would be -6 

cents per minute. However. UMfRT the intrastate switched uwss tariff, TCG as a tandr;m 

mice provider receives a rate of .7 cents per minute. Tfiere is, therefore, fu, 

need to give 3’433 ii percentage of the imastiite end ofice access charges UI compellsate 

TCO for its cost of tandem switching. Second, the mounts sought by TC.G”s revenue 

sharing prqosai are wholly out of line with its costs of tandem switching. While TCG 

believes that a cost-bad rate for such switching would be .6 cents per minute, under the 

Recommended Onter, TCG would receive 1.4 cents per minute from USWC for intrastate 

switched access in addition to the t;andem switching rate. ”his mre than compensates 

TCG for its costs. For interstate, switched access, TCG would receive .7 cents per minute 

in addition to the tandem switching charges it receives to compensate it for switching 

costs of .6 cents per mimte. The Recommended Order improperly provides TCG with a 

subsidy to support its competitive tandem service in violation of the Act, the controlhg 
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tariffs ~IW eritimce in tbp  he d t  is sigaifiant prejdicle a d  harm to 

trSWC. 

Ortier adoptrsd TCG's suggestion that thr: parties be mquixed to 

USWC 

the c o n d r i  of X d  and toU traffic OQ B single m;mk group. The reason why 

are requid for these types of mffii is for bilOing purposes. This 

type of Mi 15 cstlkd m i t  traffic a d  will be biilcd d~~~~~~~ ing on how it is 

mc&. To emwe axuracy in the billing, separrtu: MutLk groups shoufd be required. The 

Commission should amendl &c Recommended Order to reqrrirc: toll ani local trafic be 

to combine i d  and meet pia PNIPk group when fesrsibk. 

USWC and TCG appear to be in substantial agreement that interim number 

panability should be offered pursuant to rem& call forwarding. The patties agree on 

the price of a service, but disagree on who sihouid pay for the sewice. TCG argues 

the service should be offixed to it at no charge with the cost born by USWC's retai! 

custamers, while USWC trelkves the cost of interim number portability should be born 

by the cosf causer. TCG. 

The FCC has adopted specific nubs concerning the recovery of interim number 

portability costs from carrim based on the number of lines served. The Recommended 

Order attempted to follow the FCC Order, but it leaves out a crucial part of the 

recovery fonnufa. The FCC has not established any mechanism for USWC to recover 

the portion of the costs that are alfocated to it. 

TCG's request for 3U% of USWC's end office charges for both intrastate switched 
access and intrastate switched access is Further undercut by its own corrected testimony 
that TCG receives 2.0% of the end office revenues on intrastate switched access and 15% 
of the end offie revenues on inrterstate switched 8ccess from Pacific Ball pursuant to an 
interconnection agreement between TCC iind Pacific Bell. The Recommended Order, 
therefore, irprpases a significantly more draconian subsidy requirement on USWC than 
TCG was abk to persuade Pacific Bell to pay. 

% 
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wswc has n~n-recurring aMd ;recurriag charges that apply to USWC’s 

propus& interim number portability service on the TEWRiC studies submitted 

into evi-. The p charges fur imxim number ~ ~ i l i ~  im described in 

Exhibit A to Ms. iMarson testimony. The C o h b  should adopt lthese TELRfC- 

based rates for interim m m k r  ~~~~~~. 
in arhdition. the FCC requires USWC 10 share with TCG switched access 

charges recn=ivsd from imerexchange carriers OB calls interexchange carriers deliver to 

USWC to Iuunt)lpTs that are ‘portecl’ to TCG. There are f a r  charges that USWC 
assesses tc) intenm-e cauniers for smiiaatiq u9ffc -- the local transport, local 

switching, iaterconmxtion, a d  d e r  comman line charges. 

The Commission should reject these unreasonable provisions of the FCC Order. 

USWC should be alknved to relain the local switching and heal transport charges it 

receives fronr intemcbnge carriers when caiL are f ~ ~ a ~ ~  to TCO as a result of 

imerim number gortaeility. USWC does not iww any less expense for the local 

swikhing ar locd tr;ansgort services it offers to an interexchange carrier when USWC 

forwards aa imming call to TCG. Sharing the revenues for these services with TCG 

would mount ro a fuffhet unwzvtanted subsidy to TCG and would be EOnEiscatory for 

U W C 6  

IO. 

The Recomnrended Order pennits TCG to collocate at any technicaliy feasibie 

point and rejects VJWC’s proposal that the space available to any single new entrant for 

collocation in a given central off= be limited so as to make space available for other new 

entrants. This partion of the Iteconmended Order is contrary to the evidence and to 

sound public ptky. 

In the immss of compromise, however, USWC i s  prepared to ‘forward’ carrier 
cownun line charges to TCG. But, rather rhan incurring the expense of identifying, 
recarding and billi the individual minutes of use that are forwarded to TCG under an 
interim number prt&iIity arrangement, USWC proposes to provide a credit on each 
TCG pot’iahle mmkr equivaient to the effective carrier commn line rate times the 
average mi- of use of toll use (both interstate and intrastate) per mmber per month. 
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pia of coilocation be in USWC's antral offices, with other mmgemnts to be made on 

an as basis. kfecause the most effkient form of intercomtion would he for TCG 

to interconnect at USWC's end ofice or tandem switches and collocation at other points 

raises serious issues concerning adverse service impacts, it makes sensf: for collocation to 

occur in the central offices. TCG has not requested collocation at any "premise" other 

than a USWC centra1 office, nor has it given an example about what such a request mighz 

pssibfy be. 

11. OF 

The Recornended Order adopts TCG's position and includes a provision relating 

to indemnity and limitation of liability. Nothing in the Act, the FCC Order, this 

Commission's rules or the law of this State allows for the inclusion of such clauses. 

There is simply no legal basis for the Commission to impose these clauses. A party's 

remedy instead should be through a contract dispute resolution process, a proceeding 
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before this Commisshn or B couft action fm &e recovery of actual s. The 

Commissim 5hauM amend the Recomm&d O& to remove the indemnity anti 

timitarion of libility provisions. 

12. 

Order opts for the MSC of the definrtions contasned in tht: TCG 

Agreemenn "becaw! the parties focused on thr: TCG Agrement . . ." Rw0-M 

Onkr at 25. The ~Q~~~ Order is in error in &is regard 4urd B not b a d  on 

substam#ial evidewe. The parties did not fucus on the TCG Agreement but instead on the 

matrix of tswx presentesd to the Arbiaatorr;. 

ating the use of TCG's &finitiOrtS, the Commission should amend 

to require the parties to negotiate mutwlly acceptable definitions 

as part of the praca of putting together a final orgreem. - 
Tht: ~ ~ ~ ~ s i o n  should amenrl the Reca-nM Order as set forth in these 

exceptions and h e y  adopt B miuthn to the disputed issues that fairly balances the 

izrterests of USWC and its ratepayers wilh the interests of TCG and the other new 

entrants. The Recommended Order, with its use of uneconomic and unrealistic proxy 

prices and its authorizatron of price arbitrage through sham unbundling, unfairly 

disacrvmges USWC and its customers. USWC has offered evidence of its costs of 

service that form B just, reasonable alnd fair basis on which to establish interim prices and 

interim wholesale discounts. Because any interim rates are subject to true-up following 

the permanent pricing proceeding, TCG and the other new enwants will not be prejudiced 

by the use of interim raws based on USWC's cost studies. 

Therefore, b& on the reasom set forth herein, USWC asks that the Commission 

modify the Recommended Order as requested. 

WPEC"FWLLY SUBMITTED this%$a day of October, 1996. 

. . .  
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